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7 STAFF'S NOTICE OF FILING FINAL
SCHEDULES

8

IN THE MATTER OF THE APPLICATION OF
UNS ELECTRIC, INC. FOR APPROVAL OF
THE ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE
OF THE PROPERTIES OF UNS ELECTRIC,
INC |9
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1 1

1 2

Staff of the Arizona Corporation Commission ("Staff") hereby files the Final Schedules of

Consultant Ralph C. Smith of Larkin & Associates, Inc. in the above matter.

RESPECTFULLY SUBMITTED this 16th day of October 2007.
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Maureeri A. Scot Sior  Raff
Kevin O. Torrey, Attorney
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
(602) 542-3402
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Original and thirteen (13) copies
of the foregoing filed this 16 h day
of October 2007 with:
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Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Michael W. Patten
Roshka DeWu1f & Patten, PLC
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004



*x

1

2

3

Raymond S . Heyrnan
Miche lle  Live ngood
UniSource  Energy Services
One South Church Avenue
Tucson, Arizona  85702

4 Ma rs ha ll Ma grude r
Pos t Office  Box 1267
Tubae , Arizona  856465
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Scott W. Wakefie ld, Chie f Counse l
RUCO
1110 West Washington, Suite  200
Phoenix, Arizona  85007
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Thomas L. Mum aw
Deborah A. Scott
P innacle  West Capita l Corp.
P .O. Box 53999, Ma il S ta tion 8695
Phoenix, Arizona  85072-3999
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Revenue Requirement Summa Schedules
A Calculation of Revenue Deficiency (Sufficiency 1 Revised Revised

A-1 Gross Revenue Conversion Factor 1 Revised Re vis e d

B Adjusted Rate Base 1 Revised Re vis e d

B.1 Sumrn of Adjustments to Rate Base 1 Revised Revised

C Adjusted Net Operating Income 1 Re vis e d Revised

C. l of Net Operating Income AdjustmentsSumm 4 Revised Revised

D Capital Structure and Cost Rates l Re vis e d Revised

Rate Base Adjustments
B-1 Remove Construction Work in Progress I

B-2 Adjust CWIP for Plant in Service by End of Test Year I

B-3 Plant in Service Addition Subject to Reimbursement l Re vis e d

B~4 Cash Working Capital - Lead/Lag Study l Revised Revised

B-5 Accumulated Deferred Income Taxes l

Net Operating Income Adjustments
c- 1 Revenue Adjustment for CARES Discount l
C-2 Taxes for CWIPRemove Depreciation & Prove I

C-3 Taxes for CWIP Found to be In-Service in the Test YearDepreciation & Prove 1

C~4 Fleet Fuel Expense 2 Revised Revised [a

C-5 Postage Expense l
C-6 Normalize Injuries and Damages Expense 1 Revised b

C-7 Incentive Compensation Expense l Revised [c

C-8 Supplemental Executive Retirement Plant (SERP Expense 1

C-9 Stock Based Compensation Expense 1

C-10 Prope Tax Expense 1

c-11 Rate Case Expense l
C-12 Edison Electric Institute Dues 2

C-13 Other Membership and Induct Association Dues I

C-14 Interest Synchronization l Revised Revised

C-15 Depreciation Rates Correction 4

C-15.1 Depreciation Rates Correction - Details of Cornpany s Pre-Correction Calculation RCS -2]

C-15.2 Depreciation Rates Correction - Details of Calculation Using Corrected Rates RCS~2

C-16 Emergency Bill Assistance Expense l
C-17 Markup Above Cost in Charges from Affiliate, Southwest Energy Services l Adde d

C-18 Bad Debt Expense l Added

C-19 Remove Double Count from Outside Services-Demand Side Management I Adde d

C-20 Correct Year-End Accrual Expense Amount for Out-of-Period Expense l Adde d
Total Pages, Including Content Listing 41

[a l Modified to utilize pro Ronna adjusted fleet fuel expense of$605,498 per UNSE witness Dukes rejoinder testimony at page 2.

[b] Revised to agree with the revised normalized amount stated in UNSE witness Dukes rejoinder testimony at page 4

[c ] Modified in response to UNSE witness Dukes' rejoinder testimony at page 7.

Attachment RCS-11
Staff Final Revised Accounting Schedules

Accompanying the Testimony of Ralph C. Smith

[RCS -2] Depreciation Rates Correction Support was filed in Attachment RCS-2 with Mr. Smith's direct testimony
That additional supporting detail has not changed, and is therefore not being re-filed with Mr. Smith's surrebuttal
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UNS Electric, Inc.
Computation of Gros s  Revenue Convers ion Factor

Docket No. E-04204A-06-0783
Schedule A-1
Page l of 1
Revised 9/17/2007Test Year Ended June 30, 2006

Line
No. Description

Company
Propos ed

(A)

Staff
Proposed

(B)

l Gross Revenue 100.00% l00.00000%

2 Les s : Uncollectible Revenue 0.36792% 0.36792%

3 Taxable Income as  a Percent 99.63% 99.63208%

4 Les s : Federal and S tate Income Taxes 38.46% 38.46%

5 Change in Net Operating Income 61.18% 6 l . l7609%

6 Gross Revenue Conversion Factor 1.6346 1.634626

Notes and Source
Col.A: UNS Electric Inc. Filing, Schedule C-3
Col.B:

Components of Revenue Requirement Increase (Revised)
Amount

$ 2,243,720
$ 1,410,428
$ 13,494
$ 3,667,642

Net Income
Federal and State Income Taxes
Uncollectibles
Total Revenue Increase

Percent
6 l , IN%
38.46%
0.37%

100.00%
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UNS  Ele c tric ,  Inc .

Adjus te d Ne t Ope ra ting Inc ome

Doc ke t No. E -04204A-06-0783

S chedule  C
P age  1 of 1

Re vis e d 9/17/2007Test Year Ended June 30, 2006

Line

No. Description

As Adjusted
by UNS

(A)

S ta ff

Adjus tme nts

(B)

As Adjusted
by Staff

(C)

1

2

3

4

$

$

$

$

$

$

$

s

52,937 $

$

S

s

156,704,797

246,016

1,589,014

158,539,827

Operating Revenues

Electric Retail Revenues

Sales for Resale

Other Operating Revenues

Total Operating Revenues

156,651,860

246,016

1,589,014

158,486,890 52,937

5

6

7

8

9

10

Operating Expenses

Purchased Power

Other O&M Expenses

Depreciation & Amortization

Taxes Other Than Income Taxes

Income Taxes

Total Operating Expenses

$

$

$

s

$

$

106,224,185

26,423,248

11,812,574

3,447,533

1,837,339

149,744,879

$

s

s

$

$

$

(689,747)
(494,656)
(295,286)
768,655

(711,034)

$

$

s

s

$

s

106,224,185
25,733,501
11,317,918
3,152,247
2,605,994

149,033,845

l l Net Operating Income $ 8,742,011 $ 763,971 S 9,505,982

Notes  and S ource

Col. A: UNS  Ele c tric , Inc . filing , S c he dule  C-1

Col. B: S ta ff S chedule  C .1
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UNS Electric, Inc.
Capital Structure & Cost Rates

Docket No. E-04204A-06-0783
S chedule D
P age  1 of l
Revis ed 9/17/2007Test Year Ended June 30, 2006

Lin e
No. Capital S ource

Capita liza tion
Amount P ercent

Cost
Rate

Weighted Avg.
Cos t of Capita l

l
2
3
4

UNS  - Propos ed
S hort-Term Debt
Long-Term Debt
Common S tock Equity

Tota l Capita l

$
$
$
$

5,000
59,486
61,587

126,073

3.97%
47.18%
48.85%

l00.00%

6.36%
8.22%

11.79%

0.25%
3.88%
5.76%
9.89%

5
6
7
8

ACC S ta ff - Pro p o s ed
S hort-Term Debt
Long-Term Debt
Common S tock Equity

Tota l Capita l

$
$
$
$

5,000
59,545
61,587

126,132

3.96%
47.21%
48.83%

100.00%

6.36%
8.16%

10.000%

0.25%
3.85%
4.88%
8.99%

9 Diffe rence -0.90%

10 Weighted Cost ofDebt 4.10%

Value Rate Base
11
12
13

5,182,668
61,720,390
63,836,992

130,740,051

3.09%
36.84%
38.10%

6.36%
8_l6%

10.000%

020%
3.01%
3.81%

14
$
$

21.98%
100.01%

0% [a l 0.00%
7.02%15

ACC Staff- Proposed Cost of Capital for Fair
Short-Term Debt $
Long-Term Debt $
Common Stock Equity $

Capital financing OCRB $
Appreciation above OCRB
not recognized on utility's books
Total capital supporting FVRB

36,81 1,017
167,551,068

Notes and Source
Lines 11-15, Col.A:

Fair Value Rate Base $ 167,551,067 Schedule A
Original Cost Rate Base $ 130,740,050 Schedule A
Difference $ 36,811,017

Difference is appreciation of Fair Value over Original Cost that is not recognized
on the utility's books.

[H] The appreciation of Fair Value over Original Cost has not been recognized on the utility's books.
Such off-book appreciation has not been financed by debt or equity capital recorded on the Utility's books.
The appreciation over Original Cost book value is therefore recognized for cost of capital
purposes at zero cost.
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UNS Electric, Inc
Adjustment to Fleet Fuel Expense (supplemental worksheet)
Allocation of Staff adjustment to FERC accounts

Docket No. E-04204A-06-0783
Schedule C-4
Page 2 of 2
Revised 9/17/2007

Test Year Ended June 30, 2006

Co Acct
Expense

Type

FERC
Account

DR CR Net Amount % of Total
O&M

Adjustment
Staff

Adjustment

33

33
33

33
33
33
33
33
33
33

33
33
33

33
33
33

33
33
33
33
33

33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33

55000
55000
55000
55000
55000
55000

55000
55000
55000

55000
55000
55000
55000
55000
55000
55000
55000
55000
55000
55000
55000

55000
55000
55000
55000
55000
55000
55000
55000

55000
55000
55000
55000

55000
55000
55000

55000
55000

55000

403
403
403
403
403
403
403
403
403
403
403
403
403

403
403
403
403
403
403
403
403
403
403
403
403
403
403
403
403
403
403
403
403
403
403
403
403
403
403

546
548
549
551

553
554
557
562
563
566

570
57]
580
581
582

583
584
585
586

587
588
590
592
593
594
595
596
598
901
902
903
905
908
909

910
920
921
925
930

$7,634.1 I
$1,198.26

$188.36
$9,428.90

$17,592.83
$9,332.50
$2,550.60
$3,237.60

$472.61
$2,075.77
$7,633.80

$395.23
$8,414.78

$54,108.09
$4,099.30

$33,150.21
$65,053.92

$165.43
$98,161.79
$1,717.22

$43,342.83
$9,421.61

$53,782.89
$93,650.75
$18,195.04
$8,141.32

$8,089.99
$171.22

$24,434.41
$13,012.92

$132,933.49
$1,969.74
$77737.47
$7,376.08

$181.63
$0.00

$111,418.51
$165.65

$34,835.19

$7,634.1 I

$1,198.26
$188.36

$9,428.90
$17,592.83
$9,332.50
$2,550.60
$3,237.60

$472.61
$2,075.77
$7,633.80

$395.23
$8,414.78

$54,108.09
$4,099.30

$33,150.21
$65,053.92

$165.43
$98,161.79
$1,717.22

$43,342.83
$9,421.61

$53,782.89
$93,650.75
$18,195.04
$8,141.32
$8,089.99

$171.22
$24,434.41
$13,012.92

$132,933.49
$1,969.74
$7,737.47
$77376.08

$181.63
$0.00

$111,418.51
$165.65

$34,835.19

0.85%
0.13%
0.02%

1.05%
1.96%
1.04%
0.28%
0.36%
0.05%
0.23%
0.85%
0.04%
0.94%
6.04%

0.46~
3.70%
7.26%
0.02%
10.96%
0.19%
4.84%
1.05%
6.01%
10.46%
2.03%
0.91%

0.90%
0.02%
2.73%
1.45%
14.85%
0.22%
0.86%
0.82%
0.02%
0.00%
12.44%
0.02%
3.89%

$1,829
$287

$45
$2,259
$4,214
$2,235

$611
$776
$113
$497

$1,829

$95
$2,016

$12,961
$982

$7,941
$15,583

$40
$23,513

$411
$10,382
$2,257

$12,883
$22,433
$4,358
$1,950
$1,938

$41

$5,853
$3,117

$31,s42
$472

$1,853

$1,767
$44

$0
$26,689

$40
$8,344

($357)
($56)

($9)
($44l)
($823)
(3437)
($119)

($152)
($22)
($97)

($357)
($18)

($394)
($2,532)

($l92)
($1 ,551 )
($3,045)

($8)
($4,594)

($80)
($2,028)

($441)
($2,517)
($4,383)

($852)
($381)
($379)

($8)
(S1 ,144)

(5609)
($6,22l)

($92)
($362)
($345)

($9)
$0

($5,215)

($8)
($l,63l)

$895,472.05 $000 $895,472.05 $214,500 ($41_909>

Staff adjustment amount from page 1: $214,497 $ (41909>
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UNS  Ele c tric , Inc .

P os tage  Expens e

Doc ke t No. E -04204A-06-0783

S chedule  C-5

P age  1 of 1

Test Year Ended June 30, 2006

Lin e

N o . De s c rip tion Am ou n t Re fe rence

1

2

3

UNS  Ele c tric  Annua lize d P os ta ge  Expe ns e

Recommended S ta ff Annua lized P os tage  Expens e
Adjus tment to Annua lized P os tage  Expens e

s 341,321

$ 358,824

$ 17,503

A
B

L2- L1

Notes and Source

A: Per Company workpaper used in calculating its Postage Expense adjustment

B:

4

5

6

UNS Electric Annualized Postage Expense

Postage increase effective 5/14/07 (.41/.39)

Staff adjusted annualized Postage Expense

$ 341,321

1.05

S 358,824
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UNS  E le c tric .  Inc

S upplementa l Executive  Re tirement P lant (S ERP ) Expens e

Doc ke t No. E -04204A-06-0783

S chedule  C-8

P a g e  l of 1

Test Year Ended June 30. 2006

No. Description Am ou n t Refe rence

1 Remove Supplemental Executive Retirement Plan Expense S (83,506) A

Notes and Source

A: Per the Company's response to STF 3.83

FERC 923
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UNS Electric, Inc.
Stock Based Compensation Expense

Docket No. E-04204A-06-0783
Schedule C-9
Page I of 1

Test Year Ended June 30, 2006

Line
No. Description Amount Reference

1 Remove Stock Based Compensation Expense $ (82,873) Note A

Notes and Source
A: Per Company's response to STF 10.11

Stock Option Expense
Performance Share Expense

Total

$
$
$

62,904
19,969
82,873
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UNS Electric, Inc
Property Tax Expense

Docket No. E-04204A-06-0783
Schedule C- 10
Page 1 of l

Test Year Ended June 30, 2006

Line
No. Des cription Amount Reference

l
2
3

UNS Electric ProposedDecrease to Property Tax Expense
StaffProposedDecrease toProperty Tax Expense
Adjustment to Property Tax Expense

s
s
s

(130,301 )
(I 90,048)

(59_7471

A
B

L 2 - L I

Notes and Source
A; UNS Electric Filing, Schedule C-2, page 5, line 8
B: Amounts taken from Company workpapers used to calculate itsproperty lax expense adjustment

Generation
s 18,471 ,624
$ _ _

$ (408,603) (68 I,822)
g _ .

Transmisslon
s 15,073,774
s
s
s

Distribution
s 99,401,194
s
s
s
$
$

General/
Intangible

s 16474 "53
s (3,834,788)
s (30,719)

$
$
s

(777,167)
(17,285,854)

7,943,440

s (l,234,041)

(695,700)
(5_563,286)
(4,674,822)
(7840,042) $ (951,066)

$
$
s
s
s
s
$
s
s
s
$s $ s

Total
149,420,845

(3,834,788)
(1,8 I6,844)
(5,563,286)
(4,674,82Z)

(10,802,316)
(l7,285,854)

7941440
1,551.539
5,650,559

120,588,473

s s s s 28 338 "al

4
5
6
7
8
9
10
I l
12
13
14
15
16
17
is

Utility Plant in Service Taxes
Total Net Plant in Service - Rate Base
Less: Non-Taxable Licensed Transportation in RateBase
Less: Land Cost & Rightsof Way in Rate Base
LesseeEnvironmentalProperty in Rate Base
Less: Non-Taxable WAPA Portion of HavasuSub
Less: CWIP in Rate Base
Less:Net Book Value oil Genera\ion
Plus: Full Cash Value of Generation
Plus: Land FCV per AZ Department of Revenue
Plus: Materials and Supplies inRate Base
Plant in Service Full Cash Value
AssessmentRatio
Taxable Value
Average Tax Rate
Properly Tax - Subiozal $

7,943,440
23.5%

1,866,708
96858%
]80,806 s

13, I 5791 I
73.5%

3,092,109
g 6858%
299,495 s

s 1,551,539
$ 5,650,559
$ 87,829,442

"3.5%
S 20,639,919

9685896
1,999,141 s

11,657,680
23.5%

2,739.555
9.6858%
265,348 $ 2,744,790

s s s s
50% 50%

$
50%

s s s
23.5% 23.5%

s
236%

s s $
9.6858% 9.6858%

19
20
21
22
23
z4
Zs

Environmental Properly in Rate Base
Statutory Full Cash Value Adjustment
Environmental Full Cash Value
Assessment Ratio
Taxable Value
Average Tax Rate
Property Tax - Subtotal s

9.6858%
. s s

5 563 "86
50%

2,781,643
23.5%

653,686
9.6858%
63,315 s s 63,315

26
27
28
29
30

Total Property Taxes
Less: Recorded Property Taxes Excluding Call Center
Properly Tax Expense Adjustment (subtotal)

Less: Estimated Property Tax Related to PHFFU
Property Tax Expense Adjustment

s
$
s

180,806
(10l,364)

79,442

$
s
s

299,495
(395, la l )

(95,626)

s
$
s

2,062,456
(2,266,077)

(201621 I

$
$
$

265,348
(222,391)

42,957

$
$
s
$
s

2,808,105
(2,984,953)

(176,848)
(13,200) *

(190,048)

$
Total

440,000Original Cost
Estimated Property Tax Rate

Estimated Property Tax Expense

*Plant Held for Future Use
Transmission Distribution

$ 320,000 s 1z0,000
30% 3.0%

$ 9,600 S 3,600 $ I 3,200

2008 Arizona Statutory Assessment Ratio 235%

FERC Account 408
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Edison Electric Institute
Schedule of Expenses by NARUC Category

For Core Dues Activities
For the Year Ended December 31, 2005

Docket No. E-04204A-06-0_83

Schedule C-12

Page 2 of 2

NARUC Operating Expense Category
% of
Dues

Recommended

Disallowance

Legislative Advocacy 20.38% 20.38%

Legislative Policy Research 602%

Regulatory Advocacy 16.49% 16.49%

Regulatory Policy Research 13.99%

Advertising 1.67% 1.67%

Marketing 168% 3,68%

Utility Operations and Engineering lL3l%

Finance, Legal, Planning and Customer Service l8.75%

Public Relations 771% 7 .71%

Total Expenses 100.00% 49.93%

*

Comments:

The above percentages represent expenses associated with

EE1's core dues activities, based on the operating expense

categories established by NARUC. Core expenses are those

expenses paid for by shareholder-owned electric utilities' dues.

* The legislative advocacy percent will differ slightly for IRS

reporting requirements. For 2005, the lobbying % for IRS

reporting is 19.4%

* Administrative expenses are included in the percentages listed

above, Approximately 11% of EEl's core dues expenses are

administrative.
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UNS Electric, Inc.
Emergency Bill Assistance Expense

Docket No. E-04204A-06-0783
Schedule C-16
Page 1 of 1

Test Year Ended June 30, 2006

Line
No. Description Account Amount Reference

1 Increase to Emergency Bill Assistance Expense $ 20,000 A

Notes and Source
A Testimony of Staff witnesses Ralph C. Smith and Julie McNeely-Kirwan
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